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EXECIYITVE SUMlVlARY

Although estimates of the rate of participation in the Food Stamp Program (FSP) vary
across studies, the consensus is that substantially less than 100 percent of the households eligible
to receive food stamp benefits actually do so. The most recent estimates indicate that
approximately 60 percent of FSP-cligible households participate in the program. Policymakers
and program admini-_trators have _premed concern about this l_-than-universal participation.

To address that concern, a number of studies have/nvestigated the demographic and
economic characteristics associated with the participation of FSP-eligible households. Using
survey data and multivariate analysis, rescarehcts have estimated the net e]']'ecf of a given
characteristic on the probability of parfic/pation-that is, thc effect of a given characteristic when
the effects of other characteristics are factored out. F..stimatesof these net effects could prove
useful in targeting outreach efforts toward specific demographic groups, in forecasting changes
in participation _ated with changes in the demographic composition of the low-income
population, and in simulating the change in caseloads and expenditures stemming from changes
in program regulations.

This report nsea 1985 data from the Survey of Income and Program Part/dpation (SIPP)
to update previous multivariate analyses of the relationship between household characteristics and
FSP participation. It expands the existing research in several ways:

· Most previous studies were based on data collected before the Food Stamp
Act of 1977, which eliminated the food stamp purchase requirement, was fully
implemented; this report uses SIPP data coUectodin 1985.

· In contrast to most other data sources, SIPP prey/des sub-annual (generally
month/y)/nformation on a household's income, assets, expenses, composition,
and program participation; hence, it is the/deal data source for estimating FSP
eligibility and potential benefits, which are determined on the basis of monthly
data.

* Thh report pays special attention to the relationship between parfidpat/on and
the FSP benefit amount, since a knowledge of the response of the
participation rate to changes in benefit levels is essential when the impact of
reforms on the program's caseload and expenditures is simulated.

· The estimation results are presented in a way that facilitates theft
interpretation; rather than presenting coefficients from the multivariate
analys/s, this report presents part/c/pat/on rates computed at different levels
of each household characteristic, holding the other characteristica constant at
their sample means.
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FINDINGS

Th_ analysis considers three sets of household characteristics: demographic characteristics,
economic characteristics, and the benefit amount to which the houschold is entitled. The analysis
is applied to the universe of households eligible for the FSP, and to four subgroups of
universe-households with an elderly member, households with a disabled member, female-headed
households with children, and two-parent households with children.

Demographic Characteristics and FSP Participation

The report _.m{nes the relatiouship between PSP participation and five demographic
characteristics of the household: the age, education, and ethnleity of the reference person, the
presence of children, and household size. The main findings are as follows:

* The relationship between the ageof thereferenceperson and participation
is not a linear one. Participation is substantially higher when the
reference person is 30 to 39 years old, and lower when he or she is age
70 or older. However, the remaining age groups, including 15- to 29-
and 60- to 69-year-olds, participate at approximately the same rate. This
finding implies that among households with an elderly reference person
(age 60 or older) participation differs substantially according to whether
the reference person is young-old (60 to 69 years) or old-old (70 years
or older).

· As expectr..xlbased on prcnr/ousresearch, participation tends to decline
as the education of the referenceperson increases; thus, participation is
highest among households ia which the reference person has less than a
high school education.

· Differences in participation by the race of the referenceperson are much
leas prevalent than indicated by previous research. A large difference in
participation between black and white households exists only among
households that contain a disabled member. A significant but small
difference between the two racial groups is found in the overall
population. However, among households with an elderly member and
among female-headed households with children, there is basically no
difference in participation according to the race of the reference Pemom

· Hispanic households participate at the same rate as white non-Hispan/c
households, with the exception of two-parent households with children,
in which Hispanic households participate at a much lower rate.

· Another finding that was somewhat unexpected given the results of
previous studies is that the presence of children by itself does not have
any substantial effect on the probability of participation. However, it is
important to note that this results was obtained by holding the size of the
household constant.



· Participation increases with the _ of the household up to household-
size three, after which it tends to level off. Partic/pafion is exceptionally
low among one-person households, which are dispwportionally (66
percent) eldedy households.

Economic Characteristics and FSP Participation

The report examines the relationsh/p between FSP participation and four economic
characteristics of households: the household's gross income (divided by the poverty threshold),
whether the household receives pubic asshtance, and whether thchousehold has earr,lngs and
assets.

· The estimated relationship between gross/ncome and FSP participation
is not completely in accordance with prior expectations. Households at
the two extremes of the income distn'bution among eligible households-
that is, those with no income at all and those whose income is above 130
percent of the poverty threshold-have unexpectedly low and
unexpectedly h/ih participation rates, respectively.

- Households with no income report participating at rates that
are much lower than would be expected given their alleged
lack of resources. This result m/git be duc to, among other
things, thc underreporting of income; that is, it is l/kely that
many of these households actually did receive some type of
income, but failed to report it.

No clear explanation es/s_ for the fact that households whose
income exceeds 130 percent of poverty participate at a rate
that is about 10 percentage points above the participation rate
of households whose income is between 100 and 130 percent
of poverty.

* Among households between those two extremes, the relationship
between income and participation is clearly negative, in the sense that
households with a higher income_poverv/ ratio are less I/kely to
participate in the FSP.

· The receipt of public a,ui_nce is the strongest predictor of FSP
participation-households that receive public asaistance participate at
dramatically h/gher rates than those that do not.

· Although prev/ous stud/es have consistently found that earnings are
negatively a,_odated with partidpation, this analysis finds that the
negative effect of the presem:e of earnings is large and statistically
significant only among female-headed households with children.
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· HousehoIds with a,_se_ participate in the FSP at rates that are
significantly lower than those of households without assets.

The Benefit Amount and FSP Participation

The analysis devotes special attention to the relationship between the probability of
participation and the food stamp benefit amount to which the household is entitled. In addition
to providing descriptive information, thc analysis gcnerates an estimate of the participation
r_ponse that can be used to simulate program reforms-that is, to predict how FSP participation
would change under a reform that altered the size and distribution of the benefit across
households.

The main methodological difficulty in estimating this participation response arises fi'om the
design of the FSP: the fact that the FSP benefit formula is applied uniformly in all states implies
that the benefit amount varies little among households of the same size and with the same total
income. Consequently, it is d/fi_cult to distinguhh between the net effect of the benefit amount
on participation and the effects of income and household size. Due to th_ and other
methodological problems, the results of this ana_is should be interpreted with caution. The
basic findings from the analysis are as follows:

· The relationship between the I_P benefit amount and part/dpation in
the program ispositive overall. However, when income, household size,
and other demographic and economic characteristics are held constant,
the net effect of the benefit amount on participation is rather sm_//: the
difference in the participation rate between households that rex_ive $10
or less worth of food stamp benefits and thosc that rex_ivc more than
$220 is approximately 15 percentage points (the benefit amounts are
expressed in 1985 dollars).

· An intuitive way to e:xpre_ the relat/omhip between benefits and
participation is the percentage point increase in participation associated
with a $10 in.case in benefits. The analysis suggests that such increase
elicits a different response according to the current level of benefits: at
$30, the participation response to a $10 increase is 1.5percentage points;
however, the response drops to 0.35 percentage points at $150 of current
benefits.
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I. INTRODUCTION

Although estimates of the rate of participation in the Food Stamp Program (l_P) vary

across studiea, the consensus among analysts is that substantially le_s than 100 percent of the

households that are eligible to participate in the program actually do so. The most recent

estimates have ind/cated that approximately 60 percent of FSP-eligible households participate in

the program (Doyle and Beebout, 1988; Ross, 1988; and Doyle, 1990). Policymakers and program

administrators have expressed concern about the reasons for _ less-than-tm/vexsal part/cipation,

and are interested in the factors that are assodated with nonparticipafion and how program

reforms would affect the participation rate.

Using data from household surveys, such as the Panel Study on Income DynAmics (PSID),

researchers have investigated self-reported reasons for nonparticipation by FSP-eligible_ When

eligible nonparticipants were asked why they were not participating in the program, the majority

responded that they did not realize they were eligible, while a smaller number responded that

they did not need the stamps or that the costs of participation, such those involved in applying

for the benefits, outweighed the potential benefits (Blaylock and Smallwood, 1984, U.S. General

Acco,rating Office, 1988). Although extremely valuable, this type of research is based exclusively

on subjective, perceptual data, and thus cannot addre_.s either the quantitative effects of the

factors associated with nonparticipafion, nor the impact of policy reforms on the FSP

participation rate. Furthermore, this research is limited by the fact that most data sets do not

include information on the reasons for nouparticipation.

Another strand of research on FSP participation has attempted to identify the demographic

and economic characteristics associated with participation among FSP-eligible households. Using

survey data and multivariate analysis, researchers have est/mated the _ effect of a given

characteristic on the probability of participation-that is, the effect of a given characteristic when

1



the effect of other characteristics is factored out. Estimates of these net effects can be used to

target outreach efforts toward specific demographic groups, to forecast changes in participation

associated with changes in the economy, and to simulate the change in caseloads and expenditures

stemming from changes in program regulations.

Unfortunately, several methodological and survey data problems limit the reliability of thc

findings fi'om this type of research: (1) income and program participation are typically

underreported in household surveys; (2) the food stamp eliga'bilitydetermination process and the

amount of benefits to which the eligible household is entitled must be simulated on the basis of

data that do not include ali of the necessary information; and (3) the information on the costs

of participation available in household surveys is typically absent or very limited. In turn, these

problems preclude researchers from controlling for all of the relevant factors in the household's

participation decision, identifying all program participants, and perfectly classifying households

as eligible or ineligible.

Despite these limitations, studies of the factors associated with participation in the FSP

have generated a consistent set of findings.1 In particular, households with relatively low

incomes, and households headed by an employed person, an elderly person, or a more educated

person, were leas likely to participate in the FSP, while households that participated in other

assistance programs, and households that were female-headed or nonwhite were more likely to

participate in the program. 2 However, most of these studies are based on data collected before

the Food Stamp Act of 1977 was fury implemented. If participation behavior changed after the

1Appendix A provides a synopsis of these findings (taken from ,Allin and Beebout, 1989,
Table 3).

2Aa discussed in Chapter V, less consensus has been reached about the relationship between
the FSP benefit amount for which the household is eligible and the probability of participation.

2



elimination of the purchase requirement-the major provision of the Act-the findings of the

existing literature cannot be applied to the FSP in its present form. 3

In this report, we use 1985 data from the Survey of Income and Program Participation

(SIPP) to update previous multivariate analyses of the relationship between household

characteristics and FSP participation. We attempt to improve upon the existing research in four

ways. F'u_t, our sample of FSP-eligible households and the amount of benefit,: to which they are

enfified was obtained with a sophisticated computer simulation based on SIPP data (Doyle, 1990).

Because SIPP provides sub-Rnnual information on a household's income, assets, expenses,

composition, and program participation, it h the ideal data source for estimating FSP eligibility

and potential benefits.

Second, we devote special analytical attention to the relationship between participation and

the amount of the FSP benefit. A knowledge of the response of the part/dpation rate to changes

in benefit levels is essential when forecasting the impact of reforms on program caseload and

expenditures. We examine the methodological and practical problems involved in estimating such

a response.

Third, our analysis applies both to ali eligible households and to four subgroups of the

eligible population: households with an elderly member, households with a d/sabled member,

female-headed households with children, and two-parent households with children. Thus, we can

e:rnmlne whether the relationship between a household's participation and its economic and

demographic characteristics varies across the different groups.

Finally, we present our estimation results in a way that facilitates their interpretat/on.

Rather than presenting the estimates of the coeFFicients of the participation equation, we use the

3Before the purchase requirement was eliminated, households had to spend a portion of their
income to obtain a given dollar value of food stamps. When thi_ requirement was eliminated, the
program became more acce_le to elig]l)lc, Iow-income households, since they no longer needed
cash in order to receive the food stamps.

3



estimated coefficients to calculate predicted participation rates at different levels of each of thc

demographic and economic characteristics cJuunineA.

Thc remainder of thi_ report is organized as follows. Chapter ri contains a detailed

discussion of the data and methodology used in the analysis. The findings of the analysis are

presented in Chapters ]II through V. Chapter IT[ c_mlncs the relationship between the

demographic character/st/cs of households and the/r parddpation in the FSP, while Chapter IV

extends the analysis to the economic character/st/cs of households. F'mdings on the relationship

between thc FSP benefit amount and participation in the program are presented in Chapter V.

Chapter VI provides a summary of the findings and offers some concluding remarks.

4



H, DATA AND METHODOLOGY

This chapter discusses the methodological issues involved in our multivariate analysis of

participation in the FSP,

The first step in a multivariate analysis of FSP panic/pat/on is to define a ssmple of

households representative of thc population of households eligible to rece/ve food stamps at a

given point in time. This task is particularly challenging, since neither existing household surveys

nor existing administrative data contain d/feet information on eligibility status. Once a sample

of eligible households is available, the researcher must then specify how participation is related

to the household's characteristics. This step entails spec/lying a 'participation equation'-that is,

the !ini_ between the outcome (participationor nonpart/c/pat/on) and the observed characterist/cs

that "explain" the variability in the outcome (why certain eligible household part/c/pate and others

do not).

In the first section in this chapter, we describe how we used data from the Survey of

Income and Program Participation (SIPP) to obtain a sample of households simulated as eligible

for the FSP. Sect/on B discusses the spec/ficat/on of the partic/pation equation, as well as its

behav/oral interpretation. Section C concentrates on issues pertaining to the types of variables

that we included in the participation equation. FinaUy, Section D illustrates how we present the

estimation results in this report.

A. SIMULATION OF _I.IGIBIIA'rY FOR THE FSP WITH SIPP.BASED _TES 4

The Survey of Income and Program Panidpat/on is a nationally representative longitudinal

survey of adults in the United States, prov/d/ng deta/lcd monthly information on income, labor

4This section draws heavily on Doyle (1990). The reader familiar with SIPP and with the

issues involved in el/gibility sknulation can skip to Section B.
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force activity, and program participation- It is a multipanel longitudinal survey to which a

replacement panel is added each year. At the time this study was initiated, only data from the

first two (1984 and 1985) panels were available. Each panel contains information on persons in

a longitudinal sample followed for a period of over two and one-half years. The adults in the

r,ample, age 15 or older, are interviewed every four months. In each round of interviewing (or

"wave'), a core questionnaire collec_ information on each of the four months preceding the

interview date. In most waves, the monthly core questions are supplemented with questions on

a variety of topical issues that vary from wave to wave. Because the interviewing proce_ is

staggered, the reference per/od covered in any given wave is not the same for all sample

members. 5

One feature of the SlPP design that is particularly relevant to this study is that the SIPP

panels overlap for part of the/r durat/on. Thus, cross-sectional samples can be constructed with

observations from more than one panel, so that larger sample sizes can be obtained. The data

used in our analysis combine information from the 1984 and 1985 panels of SIPP for the month

of August 1985.6

The sample to be used to estimate a participation equation must be restricted to

households that are eligible for the Food Stamp Program. Since eligibility cannot be observed

5For further information on the design and scope of S_P, see U.S. Department of
Commerce (1987).

6More specifically, we derived our sample by combining observations from Wave 7 of the
1984 panel and Wave 3 of the 1985 panel. Each of the two waves was merged with information
collected in other selected waves of the respective panels. Although Wave 7 of the 1984 panel
and Wave 3 of the 1985 panel were independent samples of the U.S. population, they were
administered simultaneously. Furthermore, a straightforward adjustment to the sample weights
allows estimates to be based on combined panels. We chose these two waves for the following
reasons: (1) they contain topical information on assets; (2) together, they provide a relatively
large sample size (27,660 households); and (3) they sampled the population in the month of
August, making the reference period comparable to available admlni_trative data, which is useful
for quality control purposes.
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